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G    DEAN  REED.  C  P  A 
DEPUTY  LEGISLATIVE  AUDITOR 


The  Legislative  Audit  Coimnittee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  Montana  State  Department  of 
Health  and  Knvironmental  Sciences  as  of  June  30,  1973,  and  the  related  state- 
ments of  operations  as  set  forth  In  the  table  of  contents  in  this  report,  for 
tlie  year  then  ended.   Our  examination  was  made  in  accordance  with  generally 
accepted  governmentnl  auditing  standards  and  accordingly  luoludod  such  tests 
of  the  accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

The  department's  financial  statements  for  the  General  Fund  show  a  con- 
tinuing appropriation  balance  as  of  June  30,  1973,  of  $3,519,394.   This  amount 
is  overstated  by  $1,164,190,  which  should  have  reverted  in  May  1973.   As  a 
result,  the  State  General  Fund  surplus  balance  was  understated  in  excess  of 
$1  million  as  of  June  30,  1973. 

The  department  has  not  maintained  accounts  for  accounts  receivable. 
Informal  records  maintained  by  the  department  show  that  accounts  receivable 
were  in  excess  of  $50,000  as  of  June  30,  1973.   Because  of  the  absence  of 
accounting  for  these  receivables,  the  department's  balance  sheet  does  not 
reflect  amounts  due  for  services  rendered  as  of  June  30,  1973. 


The  department's  recorded  balance  for  fixed  assets,  $817,830,  as  of 
June  30,  1973,  contains  numerous  incorrectly  recorded  items.   Because  of 
the  potential  material  aimounts  involved,  as  discussed  more  fully  in  the 
text  of  this  report,  we  cannot  express  an  opinion  as  to  the  reliability 
of  the  reported  balance. 

In  our  opinion,  the  accompanying  financial  statements,  except  for 
accounts  receivable,  fixed  assets,  and  the  General  Fund  accounts  relating 
to  the  continuing  appropriation,  present  fairly  the  financial  position  of 
the  State  Department  of  Health  and  Environmental  Sciences  as  of  June  30, 
1973,  and  the  results  of  its  operations  for  the  year  then  ended,  in  con- 
formity with  generally  accepted  governmental  accounting  principles  applied 
on  a  basis  consistent  with  the  preceding  year. 

We  submit  the  financial  statements  listed  in  the  table  of  contents 
together  with  the  following  comments.   In  addition,  the  full  text  of  the 
repl  les  of  the  Department  of  Health  and  Environmental  Sciences  and  Depart- 
ment of  Administration  are  included  following  the  financial  statements. 
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COMMENTS 
C'liJJEKAL 

Till'  Dop.i  rritiL-nL  of  lloaltli  and  Knvlronm.Tit  nl  Scliiufs  (IrtciI  ti-r  rffi-rrpd 
til  .IS  I  lit'  ilopartmonl)  wjih  originally  establinhod  liy  law  in  1901  as  tin-  Knanl 
111  lii-alLli.   In  l')f)7,  a  department  of  Health  was  created  hv  law  (TUle  41, 
Chapter  b9 ,    K.C\M.  1947)  subject  to  the  policy  guidance  of  a  seven- member 
board  appointed  by  the  Governor  for  terms  of  seven  years. 

The  Department  of  Health  was  renamed  and  reorganized  as  a  result  of 
the  Executive  Reorganization  Act  of  1971  (Section  1,  Chapter  272,  Laws  of 
1971).   Under  the  Executive  Reorganization  Act,  the  seven-member  board  was 
renamed  the  Board  of  Health  and  Environmental  Sciences  and  was  continued  as 
a  quasl-Judlcla 1  board.   Prior  to  executive  reorganization,  the  composition 
of  the  lioard  was  defined  by  law  as  three  doctors  of  medicine,  a  doitor  of 
dental  surgery,  and  three  lay  members.   As  a  result  of  executive  reorganiza- 
tion, tlie  membership  of  quasi-judicial  boards  such  as  the  Hoard  ol"  Health 
and  Environmental  Sciences  must  include  an  attorney,  and  a  majority  of  the 
board  must  be  appointed  to  serve  for  terms  concurrent  with  the  Governor. 
The  terms  of  remaining  members  continue  until  the  third  year  of  the  succeeding 
Governor's  term.   At  the  present  time  one  medical  position  on  the  board  is 
vacant . 

The  department  was  formally  established  and  reorganized  on  November  29, 
1971,  through  the  issuance  of  Executive  Order  9-71  by  the  Governor.   The 
executive  order  formed  the  department  into  six  divisions  as  follows: 

1.  Centralized  Services 

2.  Laboratory 

3.  Comprehensive  Health  Planning 

4.  Hospital  and  Medical  Facilities 

5.  Environmental  Sciences 

6.  Health  Services 
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In  addition  to  operating  through  the  foregoing  divisions,  the  depart- 
ment is  advised  by  10  advisory  councils.   As  prescribed  by  the  legislation 
underlying  executive  reorganization,  these  councils  furnish  advice  to  the 
department,  gather  information,  and  make  recommendations,  but  do  not  have 
any  administrative  or  policy  setting  functions.   Their  purpose  is  solely 
advisory. 

The  operations  of  the  department  and  grant  assistance  are  financed  from 

several  sources  as  illustrated  by  the  following  table,  which  shows  the  source 

of  expenditures  during  recent  years.  More  detailed  data  for  the  1972-73  fiscal 

year  is  shown  in  Exhibits  D  and  E  on  pages  46  and  47  of  this  report. 

Fiscal  Year 

1972-73 

General  Fund 

Earmarked  Revenue  Fund 

Federal  &  Private  Revenue 
Fund 

Federal  &  Private  Grant 
Clearance  Fund 

Revolving  Fund 
Total 

As  shown  by  Exhibit  C  on  page  45,  the  department  receives  federal  grant 
moneys.  Most  of  the  federal  grants  are  made  to  the  department  through  the 
letter  of  credit  process,  in  which  money  is  drawn  by  the  state  through  banking 
channels.   In  some  instances,  federal  money  is  also  recoLved  in  the  form  ol 
U.  S.  TrcNisury  checks  which  are  deposited  In  the  state  trofisury.   Diirliif, 
1972-73,  about  38  percent  of  the  federal  money  was  granted  to  the  stati-  Tor 
operations  on  the  basis  of  formulas  which  involve  per  capita  criteria,  e.g., 
population  data.   In  other  instances,  the  grants  are  based  upon  other  criteria, 
such  as  demonstrated  needs  and  project  merits. 
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1972-73 

1971-72 

1970-71 

$1,737,694 

$1,198,803 

$     802,207 

9,394 

7,809 

312 

2,864,267 

1,942,999 

1,626,732 

978,271 

493,198 

1,537,085 

4,923 

4,847 

5,349 

$5,594,549 

$3^647,656 

$3,971,685 

Although  the  department  is  comprised  of  six  divisions,  the  administrative 
functions  of  the  department  are  centered  within  the  Centralized  Services 
Division.   The  Centralized  Services  Division  administers  the  Management 
SiTv  Ill's  program,  which  Includes  administrative  responsibilities  In  areas 
sucli  as  t  Inane  Inl  miinagement,  materials  and  supplies,  and  personni-1.   At 
.hiiu-  ;U),  1073,  the  department  employed  250  personnel,  of  which  the  majority 
were  located  In  Helena.   Forty- two  employees  currently  work  within  the  Central- 
ized Services  Division,  broken  down  as  follows: 

Administrator  and  Secretary  2 

Management  Services  &  Planning  Bureau  7 

Health  Education  Bureau  6 

Records  and  Statistics  Bureau  11 

Nursing  Bureau  6 

Personnel  Employed  Under  the  Federal 
I'mcrgency  Employment  Act  Who  Work 
I'rimnrily  in  the  Health  Education, 
Records  and  Statistics,  and  Nursing 
Bureaus  _L0 

Total  4^ 

Our  examination  and  comments  which  follow  pertain  primarily  to  the 
operations  of  the  Centralized  Services  Division  in  the  area  of  the  adequacy 
of  fiscal  and  accounting  controls  and  adherence  to  state  laws  governing 
expenditures. 
COMPOSITION  OF  BOARD 

Section  82A-605,  R.C.M.  1947,  specifically  designates  the  board  as  a 
quasi-judicial  board.   Section  82A-112  specifies  that  the  membership  of  quasi- 
Judicial  boards  must  include  one  member  who  is  an  attorney  licensed  to  practice 
law  in  Montana.   The  requirement  that  quasi-judicial  board  membership  include 
an  attorney  was  enacted  in  1971  as  part  of  the  Executive  Reorganization  Act. 
The  present  composition  of  the  board  does  not  meet  this  statutory  requirement. 
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Section  69-4103,  R.C.M.  1947  (enacted  in  1967),  specifies  that  the  board 
shall  be  composed  of  seven  members  as  follows:   three  lay  members,  three 
doctors  of  medicine,  and  one  doctor  of  dental  surgery.   These  positions  are 
presently  filled  by  appointed  members  as  required  by  Section  69-4103,  except 
that  one  doctor  of  medicine  position  has  been  vacant  since  June  1973.   However, 
the  present  membership  of  the  board  does  not  include  an  attorney  as  required 
by  Section  82A-112,  even  though  two  appointments  have  been  made  since  the 
Executive  Reorganization  Act  took  effect. 

The  fact  that  the  board  membership  does  not  include  an  attorney  appears 
to  be  an  oversight  since  the  original  requirements  were  enacted  in  1967  and 
the  current  requirements  in  1971.   Nonetheless,  the  law  presently  requires 
that  an  attorney  be  a  member  of  the  board. 

RECOMMENDATION 

We  vecorrmend  that  the  present  membership  of  the  board  he  adjusted 

to  include  an  attorney  as  required  by  Section  82A-112,   R.C.M. 

1947. 
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ACCOUNTING  AND  REPORTING  SYSTEJ^ 

Prior  to  the  1972-73  fiscal  year,  the  accountlriR  and  fiscal  procedures 
wiTo  .u-comp 1 ished  primarily  by  departmental  personnel,  as  was  the  case  with 
most  other  state  agencies.   During  this  period,  a  double  entry  system  of 
aceounting  was  not  used,  a  general  ledger  was  not  maintained,  and  financial 
statements  were  not  prepared. 

Starting  with  1972-73,  accounting  and  fiscal  reporting  services  are 
being  provided  the  department  by  the  Department  of  Administration  through 
the  Statewide  Budgeting  and  Accounting  System  (SBAS) .   Under  SEAS,  state 
agencies,  such  as  the  department,  initiate  transaction  documents  which  are 
entered  into  a  data  processing  system.   Using  this  data,  basic  accounting 
records  and  periodic  financial  reports  are  prepared  on  a  uniform  and  standard- 
ized basis  for  all  agencies.   SBAS  is  Intended  to  relieve  agencies  of  the 
need  to  operate  and  maintain  separate  accounting  and  reporting  systems  and 
to  provide  uniform  fiscal  information  about  the  activities  of  all  state 
agencies . 

The  department  is  utilizing  SBAS  and  has,  since  the  inception  of  our 
examination,  made  greater  utilization  of  the  system  to  the  extent  that  the 
use  of  various  departmental  records  has  been  discontinued  in  Lieu  of  SBAS 
data.   However,  there  are  a  number  of  areas  where  improvements  in  the 
accounting  and  reporting  systems  can  be  made. 
Classification  of  Collections 

The  department  collects  money  from  numerous  sources  for  various  reasons. 
The  manner  in  which  these  collections  are  recorded  and  accounted  for  directly 
affects  the  accuracy  and  validity  of  fiscal  records  and  reports. 
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Generally,  the  operations  of  agencies  should  be  budgeted  for  and  carried 
out  through  appropriated  moneys.   The  moneys  collected  by  an  agency  during 
the  course  of  operations  should  be  deposited  as  revenue  to  the  fund  from  which 
the  agency  operates.   The  exception  is  those  instances  where  money  is  collected 
as  a  refund  of  amounts  previously  spent  in  error.   Collections  such  as  these 
are  referred  to  as  abatements. 

Contrary  to  the  foregoing,  it  has  often  been  the  practice  of  state 
agencies  to  classify  and  deposit  revenue  collections  as  refunds  of  expendi- 
tures.  In  doing  so,  previously  recorded  expenditures  are  reduced  and  the 
amount  deposited  is  available  for  re-expenditure. 

Our  examination  of  the  manner  in  which  collections  from  departmental 
activities  were  classified  and  recorded  by  the  department  showed  that  a 
significant  amount  of  money  was  inappropriately  classified  as  refunds  of 
expenditures.   For  example,  money  collected  by  the  department  as  payment 
for  blood  and  urine  tests  was  classified  and  recorded  as  refunds  of  expendi- 
tures rather  than  revenue.   The  money  collected  in  these  instances  resulted 
from  the  furnishing  of  services  by  the  alcohol  testing  laboratory  of  the 
department  which  is  budgeted  for  and  financed  by  transfers  of  amounts  from 
the  appropriations  of  the  other  divisions.   The  following  table  depicts 
amounts  which  we  found  to  be  inappropriately  classified  as  refunds  of 
expenditures  rather  than  revenue  during  1972-73.   Similar  procedures  were 
also  followed  during  1971-72. 
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Act  tvlty  Amount 

Disease  Control  $  2,656 

Alcohol  Testing  Lab  1,269 

Medicaid  Certification  41,743 

Ui-iords  f.   Statist  Ics  Bureau  2,148 

Matormil  N  Cliild  Hcaltli  4,i;j8 

Hospitalization  4,239 

Appliances  296 

Heart  Diagnostic  Centers  1,791 

Clinics  &  Auxiliary  323 

Center  for  Handicapped  Children  390 

Total  $58,993 

The  foregoing  practice  is  improper  from  several  standpoints.   It  results 
In  an  inaccurate  reporting  of  expenditures  to  the  extent  that  revenue  col- 
lect Ions  reduce  expenditures.   It  does  not  allow  for  full  disclosure  of 
amounts  collected  in  that  the  amounts  collected  are  shown  as  negative  expendi- 
tures rather  than  revenue.   It  also  obviates  the  appropriation  limitations  in 
that  as  expenditures  are  reduced,  the  amounts  deposited  are  available  for  re- 
expendlture.   Consequently,  an  agency  could  spend  more  than  its  appropriation 
by  depositing  revenue  as  a  refund  of  expenditures,  thus  reducing  previously 
recorded  expenditures  and  by  spending  the  money  collected.   The  use  of  this 
procedure  Is  also  prohibited  to  a  large  extent  by  the  Montana  Administrative 
Manual,  Section  2-1230.12. 

Amounts  collected  by  the  department  should  be  classified,  recorded,  and 
deposited  as  revenue  unless  the  amounts  are  actual  refunds  of  amounts  previously 
spent  in  error,  in  which  case  the  collections  should  be  classified  as  abatements 
as  defined  by  the  Montana  Administrative  Manual. 
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RECOMMENDATION 

We  reoomnend  that  the  department  classify  and  deposit  all  aolleations 

as  revenue  except  those  amounts  collected  as  abatements,  as  defined 

by  the  Montana  Administrative  Manual. 

Prior  Year  Adjustments 

Accurate  and  concise  preparation  of  financial  statements  and  fiscal  reports 
is  also  contingent  upon  proper  accruals  and  cutoff  dates.   In  this  connection, 
the  Department  of  Administration  directed  (Management  Memos  2-73-1,  dated 
May  2,  1973,  and  2-73-lA,  dated  June  15,  1973)  that  claims  and  collection 
reports  for  the  1972-73  fiscal  year  were  to  be  recorded  within  SBAS  by  June  29, 
1973,  and  that  accruals  and  other  adjustments  were  to  be  recorded  by  July  16, 
1973.   The  Department  of  Administration  prepared  financial  statements  for  the 
department  on  the  basis  of  data  recorded  within  these  cutoff  dates. 

The  department  did  not  record  some  claims  within  the  cutoff  dates  pre- 
scribed by  the  Department  of  Administration.   As  a  consequence,  some  expendi- 
tures shown  in  the  financial  statements  are  understated.   In  some  instances 
the  department  held  claims  past  the  July  16  cutoff  date  without  accruing 
them  because  departmental  officials  were  not  certain  of  account  balances. 
These  claims,  representing  $1,948,  were  subsequently  processed  and  paid  from 
the  remaining  appropriation  balances  as  "prior  year  expenditures  adjustments." 

The  department  also  withheld  $1,279  in  claims  applicable  to  1972-73 
because  the  appropriation  balance  to  which  the  claims  should  have  been  charged 
was  depleted.   These  claims  were  eventually  paid  from  1973-74  appropriations. 
This  procedure  resulted  In  an  understatement  of  1972-73  expenditures  and  an 
overstatement  of  1973-74  expenditures. 

Claims  associated  with  1972-73  operations  should  have  been  accrued, 
recorded,  and  paid  from  1972-73  appropriations.   Care  should  be  exercised 
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by  the  department  to  assure  that  expenses  are  not  incurred  in  excess  of 
appropriated  amounts.   In  those  instances  where  unforeseen  and  legitimate 
claims  arise  in  excess  of  appropriated  amounts,  a  budget  amendment  should 
be  sougJit  to  transfer  spending  authority  from  other  programs,  as  provided 
lor  In  llu'  appropriation  acts.   Procedures  such  as  this  will  assure-  proper 
recording  of  transactions  within  fiscal  years. 

RECOMMENDATION 

We  recommend  that  the  department  implement  control  procedures  to 

accrue  and  record  claims  in  accordance  with  state  statutes  and 

Department  of  Administration  directives. 

Budgetary  Transfers 

The  department  encountered  similar  budgetary  problems  in  1971-72,  when 
more  significant  amounts  were  involved. 

Projects  carried  out  by  the  department  are  budgeted  separately  by  state 
funds  and  federal  grants.   The  Centralized  Services  Division  maintains  records 
and  reports  which  depict  budget  and  expenditure  levels  for  each  project. 

During  1971-72,  various  problems  were  encountered  by  the  department 
as  a  result  of  inadequate  budgetary  control.   Because  of  the  absence  of 
timely  budget/expenditure  reports,  the  department  over-obligated  the  environ- 
mental health  program  appropriation.   As  a  result,  purchase  orders  were 
cancelled,  year-end  accruals  were  not  properly  recorded,  and  laboratory 
expenditures  of  about  $29,000  were  transferred  from  the  environmental  health 
program  to  the  health  services  program  by  means  of  journal  vouchers  under 
the  pretense  of  correcting  incorrect  expenditure  codings. 

These  problems  stemmed  primarily  from  the  absence  of  meaningful  and 
timely  budget/expenditure  reports — a  condition  which  has  been  improved 
through  adaptation  and  use  of  monthly  SBAS  reports  as  opposed  to  quarterly 
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departmental  reports.   Nevertheless,  the  manner  in  which  the  over-obligation 
was  handled  was  inappropriate.   The  withholding  of  accruals  resulted  in  under- 
statement of  costs  which  should  have  been  recorded  as  1971-72  expenditures. 
In  addition,  the  transfer  of  expenditures  from  one  program  to  an  unrelated 
program  distorted  the  actual  cost  of  each  program  and  does  not  show  the  true 
nature  of  transactions.   The  law  provides  for  appropriation  transfers  between 
programs  by  budget  amendments  when  a  state  agency  adequately  justifies  the 
need. 

RECOMMEWATIOf] 

We  veconmend  that  the  department  consult  with  the  Budget  Bureau  of 

the  Department  of  Administration  when  budgetary  problems  are 

enaountered. 

Disposition  of  Unencumbered  Appropriations 

Tho  1971  Ia>rI s  lat  Ive  Assembly  appropriated  (House  Bill  No.  476)  $4  million 
to  thf  department  from  the  General  Fund  for  use  ns  state  grants  to  mMtcli 
federal  grants  for  local  water  pollution  control  projects.   The  bill  stipu- 
lated that  any  moneys  included  in  the  appropriation  which  were  not  encumbered 
by  April  1,  1972,  would  lapse  and  be  reappropriated  to  the  State  Equalization 
Aid  (S.E.A.)  account  for  distribution  to  public  schools.   The  following  table 
summarizes  the  transactions  affecting  the  appropriation  during  the  1971-73 
biennlum: 

Appropriation  Available  July  1971  $4,000,000 

KiiiumhiTi-d  hv  April  1972  3.997,431     $3,997,431 

Ki';i|i|iropr  l;il  I'll  to  S.M.A.  AccoiiiU  $     2,569 

Expended  1971-72  28,111 

Expended  1972-73  449,926 

Encumbrances  Cancelled  May  1973  1,164,190 

Encumbered  Balance,  June  30,  1973  $2,355,204 
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Tlic  previously  encumbered  balances  were  cancelled  in  May  ]973,  because 
of  an  unanticipated  Increase  in  the  federal  participation  from  50  percent  to 
75  percent,  and  because  some  of  the  projects  were  dropped  from  consideration. 

Although  encumbrances  of  $1,16A,190  were  cancelled  by  the  department  in 
May  1971,  no  action  was  taken  to  revert  or  transfer  the  unencumbered  balance 
Id  thi'  CiMit-ral  Kund  from  which  the  appropriation  was  made.   Bv  Jum-  30,  1973, 
the  Department  of  Administration  had  re-established  the  appropriation  balance 
at  $3,519,394.   The  new  budgetary  authority  was  comprised  of  outstanding  and 
encumbered  grants  of  $2,355,204  and  previously  cancelled  grants  of  $1,164,190. 

Department  of  Administration  officials  advised  that  the  previously  can- 
celled grants  were  re-established  because  of  the  belief  that  the  original 
1971  appropriation  was  a  continuing  appropriation.   Insofar  as  we  could 
determine,  the  language  underlying  the  appropriation  of  general  fund  money 
for  water  pollution  control  grants  does  not  support  the  Department  of  Admini- 
stration's action  in  reinstating  the  budgetary  authority  for  the  cancelled 
grants.   \.Ikewlse,  Section  79-1011,  R.C.M.  1947,  stipulates  that  unexpended 
appropriations  be  returned  to  the  fund  from  which  the  original  appropriations 
were  made  after  the  appropriation  period  has  lapsed.   Consequently,  the 
appropriation  balance  for  water  pollution  control  grants  (No.  12259)  should 
have  been  adjusted  to  $2,355,204  by  June  30,  1973,  and  the  $1,164,190  should 
have  been  reverted  to  the  General  Fund.   The  reversion  was  subsequently  made 
in  September  1973,  but  the  effect  of  this  not  being  done  on  a  timely  basis 
is  the  surplus  balance  of  the  State  General  Fund  was  understated  by  over 
$1  million  as  of  June  30,  1973. 

RRCOMMENDATION 

Wc  veoorrmend  that  the  Department  of  Adm-nistration  revert  appropria- 
tion batanaes  pia^suant  to  the  provisions  of  appropriation  acts. 
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Kovolv  i ng  Fund  Accoun t 

In  ISX)'),  till-  dc'iKir  t  iik'nt  i  n  i  t  i.i  t  I'll  an  ins|HU-tion  .iiul  1  i  iimi;>  i  nj;  |H"(>)',r.im 
f(ir  transioiit  IcHlging  facilities  (liotfis  and  motels).   This  action  was  pur- 
suant to  Section  '34-307,  R.C.M.  1947,  which  provides  for  thi-  tlepartiiu'nl  to 
inspect  and  enforce  healtli  standards  for  transient  lodging.   The  program  is 
partially  financed  from  license  fees  deposited  to  an  account  in  the  Revolving 
Fund.   Section  34-304  requires  these  fees  to  be  deposited  to  the  credit  of 
the  General  Fund. 

In  1972-73,  the  department  collected  $4,915  in  license  fees.   The  licenses 
are  issued  on  a  calendar  year  basis  and  were  $5  for  each  transient  lodge  in 
1972-73.   The  license  fee  was  raised  to  $10  per  year  by  legislation  enacted 
in  1973. 

The  $5  fee  collected  did  not  defray  the  total  cost  of  the  project.   Salary 
costs  alone  for  the  one  employee  working  full-time  on  the  jirogram  are  mon- 
than  $10,000  annually.   Additional  costs  are  incurred  for  travel  and  admini- 
strative services.   Although  the  department  has  now  doubled  the  license  fee, 
it  will  still  not  defray  the  total  cost  of  the  program.   Expenditures  in  excess 
of  the  collections  are  paid  from  other  departmental  resources. 

As  shown  by  Exhibit  C  on  page  45,  the  department  issues  many  other  types 
of  licenses  or  certificates  for  which  fees  are  charged,  and  this  revenue  Is 
deposited  to  the  General  Fund.   For  example,  the  department  receives  moneys 
for  birth  and  death  certificates.   The  operations  of  this  program  are  financed 
from  the  General  Fund  by  appropriation  and  the  fees  collected  are  deposltctl  as 
revcntii'  Id  t  hr  General  Fund.   This  Is  the  preferable  method  heiause  it  clearly 
demonstrates  total  program  revenue  and  expenditures.   The  department  slum  id 
deposit  all  revenue  into  the  General  Fund  for  transient  lodging  license  re- 
ceipts and  budget  the  expenditures  from  the  General  Fund. 
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Wi'  fcaomtierid  that  the  department  eliminate  its  account  in  the  Revolving 

'•'/(»./,    ./.•/'< ■;:/'/    J'ului'i'    t  lu^nsirnt    l^vhjinij  J'cici / i I  it'::   /  L'rntw  j'r.-j:  .i.-; 

I'l  •;'.'/;/,  ■    .',•    ///.•   initrriii    Fund,    .ni.l  j'in,iii>-r    I  lir   i-i;'._n:iri  j'l-.'i'i   llw  ./i/'./c'- 

•■.;,•/  '.-:  ■(.•'.■.•im/    f;ni,{  . i; •/ •»•,•/•)•/.  1/ /',  >;/. 

INTI'.KNAI.   t:(>NI'K(>r   (iVI'K    CASH 

H.isli-    |>i  lu-cilii  iiv;     I  CI      I  in-    Ii.iikI  I  i  II)',    .liul    ((Milrcl     nl     cisli    i-o1UcIumis    .iiuI 
lll•|>ll^;  i  I .';    .iii>    p  ii'.-ii- 1"  i  luvl    ill    tlu"   NiMitaii.i   Adm  in  i  st  rat  i  vo    Manual     (.Vi'lunu'    2, 
CliapliM"    K'lO).       Tlit'so    proccdiiros    liave    Ikhmi    prcscr  i  hrci    hv    tlu'    l)o]iartment    of 
Atlmi  n  i  St  ra  t  ion    ftir   iiso   hv    agencies    as   a    result    of    jirior    reports    issued    by 
I  lie   Off  ii-i>   tif    the    Legislative   Auditoi",    which    citeil    numeri-ius    and    common   weak- 
lU'ssos    ill     inliiiial    ri>iilioi    p  im  (hIii  1  fs    ovi-r    I'.isli. 

I  hi'    1  M:;h    li.  i  lul  I  i  ii;'     .mil    n  >  II  i-c  I   i  on    p  locnhi  1  1  s    o  I      I  ho    ih'p.i  1  I  im  n  I     Jo    mO 
iiii'rl     Ihr     I  I'lpi  i  I  I'liii'ii  I     pri'.sc  r  i  hoil    iiv     I  lu'    Hopa  r  I  iiioii  I     ol     Ailiii  i  11  i  ^;  I  1  a  I  iiui.        Ilii' 
iiijli'il   ion,    h  null  ill)'.,    and    deposit     ol     cash     lor    '?.\    sopar.ilo    pll|■po^;^•^;     is    diversi- 
I  ii'd    anion)',    ten    separate    locations   within    the   departniiMit.       Di-I  icieneies    in 
internal    control    over    cash    for    these    23    purposes    exist    as    follows: 

1.  for  12  of  the  23  purposes  where  caoh  is  collected,  checks 
received  are  not  restrictively  endorsed  upon  receipt. 

2.  I'or  19  of  the  2  3  purposes  a  daily  record  of  cash  received 
is  not  ma  i  nta  iiu'il. 

3.  fash  is  hamlKvl  hv  employees  in  charge  of  accounting 
loiiirds  and  a  remrd  of  i-asli  transferred  among  employees 
i  •.  noi  nia  i  nl  .1  i  iu'd  . 

•'t .   l\l•l■ord^;  are  not  maintained  a>;  to  who  has  acci'ss  to  ari-as 

whore  cash  is  stored  poiulin)'.  deposit.   Within  tito  ('entiai- 

iziHl  Scrvii'es  Division,  ri'l  loot  ions  are  locki-d  in  a  tile 

cahiiii't;  however,  the  key  allowing  access  to  the  file 

cahinet  is  unsecured  and  available  to  any  employee. 
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5.  Receipts  are  not  prepared  to  document  tlie  collection  of 
coins  and  currency.   As  a  result,  cash  collections  for 
seven  of  the  23  purposes  could  not  be  reconciled. 

6.  No  reconciliations  are  made  between  temporary  receipts, 
collection  reports,  and  the  SBAS  reports.   Our  recon- 
ciliation of  these  documents  disclosed  that  a  deposit  of 
$460  was  erroneously  recorded  as  income  from  sanitary 
services  licensing  rather  than  hospital  licensing. 

A  centralized  cashiering  function  incorporating  the  requirements  of 
the  Montana  Administrative  Manual  would  correct  these  weaknesses  and  provide 
the  framework  for  an  effective  cash  handling  system. 

'.V 

ii'.  ■  >:•.'. ■•',''  '/',,■'  'hr   .!r;\\flinriil    i'iU  <ihl  i  r-'r     ■     ■   ■     •••!i:u\l   .•,■.■■■'■'■■ 

■:  i.^illii'n  .1  hr   i\'nl  )\i/  ir.rj  .'>'i  ■)•;'/'( -i';:   i'i  ni  r-.',vi   hh'i>r; 
f>\!n  'I'i-nn'iil  !•  1 '_/■  //;r  MciiliViii  Aifiiiiiii'  t'l  )'iil  i  i\'  Mivniit! . 

ACCOUNTS    Kl'XnaVAULl' 


The   department    receives    a    considerable   amount    of   money    tlirouj^h    prorediiros 
in  which   services  are   provided,    billings   sent   out,    and   remittances  are   sent 
to    the   department   by  outside   parties.      Billing   and   collection   procedures 
arc    used    I'Xl  ons  i  vo  I  V    bv    the    tirp.i  r  I  lueiil     in    the    .uwi    ol     1  abiT.i  I  i>iv    and    wilci 
.nMlv;;is,     I  he    hrail     il  iaj-.iiosl  i  i-     pi  nj'.r.iin  ,     .iliolinl     I  ry.l   \  \\y, ,     hcii  i  n;',    I  r-.{   iin',, 
nuHliiMiil    ri' rl  i  I  i  1.1 1  i  mi ,     li'ili-i.il    p  ru  j  it  I  ^; ,    .iiul    iciil.il    i>l     lOliic    sii.iii'. 

Ourin!;    l')72-7f,    lor    t-xamjilo,    $A  ,  U>;i  ,^K!()   was    i-o  I  I  i-i- 1  i-d    l)v    tlu'   d.|>.ii  i  inmi 
tlirough    billing   and    collection    processes.      Of    tliis    amount,    $4  ,  I  1 6 , 1!  l*^)    pi-r- 
tained   to   amounts   billed   and   collected   under   federal   letter   of   credit    procedures 
and   $47,691   pertained    to   other   activities. 
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Recordation  of  Accounts  Receivable 

Although  the  department  bills  and  collects  a  significant  amount  of  money 
ench  yt'.ir,  accounts  receivable  are  not  recorded  nor  accounted  for  within  SRAS. 
lU'c.iiise  records  arc  not  properly  maintained,  tiie  department  could  not  deter- 
mlni-  thi-  I'xact  amount  of  money  hilled  but  not  collected.   Available  records 
liullcate  that  at  .lune  30,  1973,  the  department  had  hilled  hut  not  collected 
In  excess  of  $50,000.   However,  the  only  accounts  receivable  shown  within 
SHAS  and  the  financial  statements  was  $62  for  dishonored  checks.   (See  Exhibit 
A  on  page  40. ) 

SBAS  presently  has  the  capability  to  account  for  and  report  accounts 
receivable  on  a  monthly  basis.   Department  of  Administration  officials 
advised  us  that  although  the  capability  exists  within  SBAS,  agencies  have 
not,  with  certain  exceptions,  used  SBAS  for  such  purposes. 

The  department  should  utilize  SBAS  in  the  areas  of  accounts  receivable. 
Amounts  billed  should  be  entered  into  SBAS  and  controlled  through  a  periodic 
Hy.stem  ot  reports. 

RECOMMENDATION 

We  I'eaonmend  that  the  department  consult  with  the  Department  of 

Administration  regarding  the  use  of  SBAS  to  account  for  and 

report  accounts  receivable. 

Centralized  Billing 

Tlio  department  does  not  have  a  centralized  procedure  for  billing  amounts 
due  from  others  for  services  providetl  by  the  department.   As  a  conseiiuence , 
hilling  procedures  are  decentralized  among  the  various  divisions,  are  diversi- 
fied and  irregular  in  nature,  and  are  ineffective  in  some  instances.   The 
following  conditions  illustrate  this  point: 
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1.  Bills  are  prepared  and  sent  out  at  six  locations  wltliln  the 
department  and  moneys  are  collected  at  10  separate  locations 
throughout  the  department. 

2.  Amounts  in  excess  of  $16,000  have  not  been  billed  by  the 
department  for  services  provided  to  water  suppliers  during 
1972-73.   The  employee  responsible  indicated  sufficient  time 
was  not  available  to  do  so. 

3.  Billing  procedures  in  conjunction  with  the  heart  diagnostic 
program  are  unorganized  and  ineffective.   A  record  is  not 
kept  of  amounts  billed  and  unpaid  billings  are  not  followed 
up  and  collected.   Program  officials  advised  us  that  it  was 
accepted  practice  under  this  program  to  bill  benefactors 
once  and  thereafter  forget  about  rebilling  or  collection. 

4.  No  procedure  exists  to  monitor  or  account  for  the  amounts 
receivable  from  federal  sources  for  grant  payments  due 
the  state  under  letter  of  credit  procedures.   At  Juno  30, 
1973,  for  example,  approximately  $47,464  was  due  the  state 
from  the  Federal  Government  under  such  procedures.   This 
amount  should  be  recorded  as  accounts  receivable,  shown 

on  the  financial  statements,  and  effectively  monitored. 
Presently  none  of  these  measures  are  accomplished,  i.e., 
the  amount  is  not  recorded  as  a  receivable  nor  depicted 
on  the  financial  statements,  and  it  cannot  be  determined 
at  any  given  time  how  much  is  due  the  state  under  each 
respective  grant. 

5.  In  some  instances,  receivables  are  long  overdue  and 
possibly  uncollectible.   As  of  June  30,  1973,  $3,800 
Ln  amounts  receivable  were  more  than  one  year  old. 
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Five  of  the  amounts  receivable,  totaling  $2,275,  date 
back  more  than  five  years.   Two  other  accounts,  totaling 
$962,  have  not  been  billed  since  1968  and  1970,  respectively. 
Our  confirmation  of  five  of  the  long  outstanding  accounts 
resulted  in  three  responses  by  the  debtors  involved.   One 
of  the  respondents  disclaimed  the  amount  owed  because  the 
water  supply  had  been  sold  to  someone  else  three  years  ago. 
The  other  respondents  blamed  high  costs  as  the  reasons  for 
not  having  made  payment. 
The  foregoing  illustrate  the  need  for  a  centralized  methodical  approach 
to  the  formulation,  recording,  and  collection  of  accounts  receivable.  The 
recording  of  receivables  within  SBAS,  as  previously  discussed,  as  well  as 
the  Centralized  Services  Division  concurrent  involvement  with  SBAS  in  other 
fiscal  areas,  would  make  the  centralization  of  billing  and  receivables  a 
logical  function  of  the  Centralized  Services  Division. 

HECOMMENDATION 

We  reaormend  that  the  department  establish  oentralized  billing 

and  recording  procedures  for  department  receivables  within  the 

Centralized  Services  Division. 

TRAVEL 

During  the  course  of  our  examination,  the  director  of  the  department 
advised  us  he  had  found  certain  payments  made  by  the  department  for  travel 
under  circumstances  which  he  was  unsure  as  to  their  propriety. 

The  circumstances  cited  by  the  director  range  from  the  payment  of  travel 
expenses  for  advisory  council  members  and  consultants  to  the  payment  of  travel 
expenses  for  non-state  employees  engaged  in  training  and  workshops  conducted 
in  conjunction  with  departmental  operations. 
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Because  these  travel  payments  have  been  identified  by  the  department, 
have  been  discussed  with  the  Department  of  Administration,  and  are  presently 
under  consideration  towards  eventual  resolution,  we  have  not  set  them  forth 
in  detail  in  this  report.   Some  of  the  payments  may  be  questionable  in  terms 
of  the  absence  of  specific  legislative  authority,  while  in  other  Instances 
the  payments  may  be  allowable  in  one  form  or  another.   Consequently,  ouch 
area  identified  by  the  director  should  be  researched  and  resolved.   Since 
some  of  the  questions  posed  may  have  statewide  implications,  the  Department 
of  Administration  should  review  the  questions  and  establish  guidelines  where 
appropriate. 

RECOMMENDATION 

We  recommend  that  the  department  confer  with  the  Department  of 

Acbninistvation  for  policy  guidclinei'  and  resolim   the  queatlorut 

^'i^turcvnituj  unuiiual   travel  aituations, 

PAYROl.l. 

Allocation  of  Payroll  Costs 

Because  of  the  varied  nature  of  programs  and  projects  undertaken  by  the 
department,  many  employees  perform  duties  in  more  than  one  program  or  project 
area.   In  this  connection,  the  department  requires  employees  to  maintain  time 
records  depicting  the  areas  in  which  they  work.   These  time  records  are  not 
used,  however,  as  a  means  of  allocating  the  cost  of  employee  services  between 
benefitting  programs,  even  when  different  appropriations  are  involvi-d.   I'or 
example,  one  employee  of  the  Laboratory  Division  worked  76  liours  lor  thi- 
Ik'.illh  Srrvlc'C's  I'ronrnm  (Appropriation  No.  4'105A)  fiiul  lour  lioiirH  I  lU'  I  he 
Cominun  liable  Disease  Program  (Appropriation  No.  AJO'^d),  while  on  the  payiull 
printout  his  80  hours  were  allocated  to  the  Health  Care  Facilities  Program 
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(Appropriation  No.  A3057) .   other  examples  of  people  working  within  one 
program  .ind  appropriations  and  their  time  being  charged  to  another  are  as 
fol lows : 


Employee  A 

Salary  Paid  From 

Actual  1 y  Worked  In 


Program 


Health  Care 
Facilities 


Appropriation 
Number 


43057 


Hours 


42* 


42* 


Communicable  Disease  43056 
*  Employee  only  worked  42  hours  during  pay  period  Instead  of  80  hours. 
Fmployeo  B 

Communicable  Disease  43056         40 

Health  Services  43054         40 

Communicable  Disease  43056  1 

Health  Services  43054  75 

Sick  Leave  4 


Salary  Paid  From 


Actually  Worked  In 


Employee  C 

Salary  Paid  From 

Actually  Worked  In 


Communicable  Disease  43056 

Health  Services  43054 

Management  Services  43053 

Communicable  Disease  43056 

Health  Services  43054 


40 
40 
24 
7 
49 


In  lieu  of  using  the  time  records  for  charging  personal  services  costs 
to  programs,  the  department  annually  summarizes  these  reports  and  uses  them 
to  make  estimates  for  the  following  year.   Program  costing  for  personal 
services  in  the  following  year  is  then  often  made  on  estimated  bases  which 
Include  offsets  (Employee  "E"  costs  are  charged  100  percent  to  Program  "X" 
and  Employee  "F"  costs  are  charged  100  percent  to  Program  "Y,"  when  each 
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employee  actually  works  on  both  programs  in  varying  degrees  and  often  other 
programs  as  well).   These  procedures  cannot  result  in  accurate  program  costing. 

A  basic  reason  for  the  use  of  time  records  Is  to  account  for  the  tlmo 
worked  by  employees.   Records  which  show  that  employees  are  working  In  aroas 
or  providing  services  to  programs  or  projects  other  than  the  one  from  which 
they  are  paid  should  be  used  as  a  basis  for  allocating  payroll  costs.   The 
programs  and  projects  which  benefit  from  the  services  of  employees  should 
bear  the  cost  of  the  employees'  services.   This  is  important  because  of  the 
different  sources  of  financing  that  are  often  involved.   It  is  especially 
important  when  federal  financing  is  provided  because  costs  improperly  allo- 
cated to  federal  grants  are  subject  to  repayment. 

HRCOMMENDArrON 

W'  vcconmend  that    the  department  aLloi'ato  (hinfoli.  i-xpfndi I iwi'i'  ''n 
the  basis  of  actual  hours  worked  in  each  program. 

Advancing  of  Leave 

The  granting  of  employee  sick  and  vacation  leave  are  matters  provided 
for  and  controlled  by  state  law.   Section  59-1001,  R.C.M.  1947,  stipulates 
that  while  employees  earn  vacation  leave  from  the  date  of  employment,  such 
vacation  leave  is  not  entitled  to  be  taken  until  after  12  months  of  employment. 
Similarly,  Section  59-1008,  R.C.M.  1947,  specifies  that  while  sick  leave  is 
accrui'cl  1  rom  the  inception  of  employment,  It  is  not  entitled  to  bo  taken 
until  tlic  expiration  of  90  days  of  continuous  employment.   As  a  eonsequi  lue , 
new  employees  may  not  take  sick  or  vacation  leave  until  completion  of  the 
respective  qualifying  periods. 

The  department  has  advanced  sick  and  vacation  leave  to  several  employees 
prior  to  the  completion  of  the  statutory  qualifying  periods.   An  official  of 
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the  department  advised  us  that  the  practice  of  advancing  leave  was  an 
accepted  practice  within  the  department,  and  that  it  was  based  upon  his 
hi'lU-l  that  llio  law  Is  silent  Insofar  as  the  advam-lnn  ol  1  iMvr  Is  con- 
ii-nieil.   In  this  regard,  Liu-  department  maintained  records  to  show  lluii 
leave  was  advanced  and  Is  being  recovered  through  normal  accrual. 

Statutory  authority  to  advance  vacation  and  sick  leave  prior  to  com- 
pletion of  statutory  qualifying  periods  does  not  now  exist.   Such  a  policy 
exists  in  business  and  the  federal  service.   It  is  also  being  done  as  a 
practical  matter  within  state  service,  as  evidenced  by  the  foregoing  example 
and  similar  practices  observed  in  other  agencies.   In  addition,  many  agencies 
allow  employees  to  use  compensating  time  off  for  overtime  worked  in  lieu  of 
leave  prior  Lo  the  completion  of  the  vacation  and  sick  leave  qualifying 
porlcnls.   Hocause  of  these  situations,  further  study  of  the  problem  by  tlie 
Department  of  Administration  may  be  warranted.   However,  until  anv  iisiiUlnn 
statutory  changes  occur,  the  department  should  refrain  from  the  advancement 
of  leave  prior  to  completion  of  qualifying  periods. 

RECOMMENDATION 

We  recommend  that  the  department  refrain  from  advancement  of 

employee  vacation  and  sick  leave  prior  to  completion  of  the 

statutory  time  periods. 
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Part-Time  Employee  Benefits 

During  our  review  of  payroll  expenditures  we  found  several  instances 
where  part-time  or  temporary  employees  were  being  paid  an  hourly  wage  with 
no  deductions  for  taxes  or  employee  benefits.   In  one  case,  a  medical-social 
worker  who  has  been  working  for  the  department  on  a  part-time  basis  for 
approximately  six  years  is  being  paid  on  an  hourly  basis  with  no  employee 
benefits.   Other  similar  cases  also  exist. 

These  employees  are  not  independent  contractors  in  the  sense  that  there 
are  no  contracts  with  the  department  for  the  services  the  employees  provide, 
and  the  department  controls  and  directs  their  work. 

The  matter  of  whether  non-full-time  employees  are  entitled  to  emploVee 
benefits  lias  been  the  topic  of  two  opinions  issued  by  the  Attorney  General. 
In  Opinion  No.  22,  Volume  27   (Issued  in  July  19^7)  on  the  suble^'t  I't  vacation 
leavo,  the  Attorney  General  stated  that  "continuous  employment"  has  no  re- 
lationship to  the  terms  and  conditions  upon  which  an  employee  serves  the 
state  and  means  continuity  of  employment  based  on  its  regularity  over  a 
period  of  time.   Opinion  No.  12,  Volume  34  (issued  during  September  1971) 
concerned  sick  leave  and  provided  that  (1)  temporary  or  seasonal  employees 
are  eligible  for  sick  leave  benefits  under  Section  59-1008,  R.C.M.  1947, 
if  they  are  continuously  employed  for  90  days  or  more,  and  otherwise  meet 
the  criteria  of  the  statutes,  and  (2)  part-time  employees  who  are  permanent 
employees  are  eligible  as  a  matter  of  right,  for  sick  leave  benefits. 

In  those  Instances  where  part-time  and/or  temporary  employees  are  engaged 
by  the  department  on  a  long-term  or  continuing  basis,  the  employees  are 
entitled  to  state  employee  benefits  and  are  subject  to  deductions  and  with- 
holding.  Federal  and  state  tax  regulations  generally  require  that  the  salaries 
and  wages  of  employees  are  subject  to  withholding  when  an  employer-employee 
relationship  exists,  and  compensation  is  paid  in  excess  of  $600.   Similarly, 
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till"  I'lihlic  Kmployoos'  Retirement  Act  (Section  fi8-160:^,  R.C.M.  1947)  rotitiires 
lli.it  ciMit  r  Unit  Ions  lu"  made  for  all  employees  who  work  tlie  equivalent  o\'    hQ 
(lavs  per  year.   The  department  has  part-time  and  temporarv  employei's  in  this 
category. 

lith'OMMmDATTi^N 

Wl'  Vi>.oommcnd  thit  the  department: 

1.      Review  the  status  of  all  non- full -time  employees  on  the 

basis  of  federal  and  state  cvitevia. 
.?.  Pt'ovida  those  employees  who  meet  the  criteria  with  employee 
bcnefi ts . 

Consultant  Services 

Many  state  agencies  obtain  unique  or  supplementary  professional  services 
from  consultants  under  contract. 

During  1972-73,  the  department  paid  $241,231  for  contractual  services 
under  such  circumstances.   The  department  engaged  consultants  in  areas  such 
as  medicine,  computer  programming,  and  social  work.   Although  Individuals 
In  these  fields  are  engaged  as  consultants  and  paid  as  independent  contractors, 
no  contract  documents  exist,  and  the  department  has  no  documented  procedure 
to  determine  whether  or  not  the  contractual  requirements  are  met. 

The  need  for  written  contractual  agreements  is  Illustrated  by  the  use 
of  consultants  at  the  Heart  Diagnostic  Centers  in  Missoula  and  Creat  Falls. 
Both  centers  utilize  private  physicians  as  consultants  and,  in  addition,  the 
Missoula  center  also  uses  a  social  worker  as  a  consultant.   The  physician 
in  the  Great  Falls  center  is  provided  office  space,  secretarial  and  nursing 
services,  a  telephone,  laboratory  equipment,  travel  to  a  cardiology  course, 
and  tuition.   This  physician  provides  his  services  at  the  rate  of  $50  per 
consultation,  less  a  $15  overhead  credit  allowance  for  each  patient  he  diagnoses 
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or  treats  in  followup  services.   In  contrast,  the  physicians  at  the  Missoula 
center  provide  their  own  clerical  and  nursing  services.   They  bill  $31.25 
for  initial  comprehensive  examinations  and  $25  for  each  followup  consulta- 
tion.  The  basis  for  such  a  wide  variance  in  the  conditions  and  circumstances 
under  which  these  physician-consultants  provide  their  services,  as  well  as 
the  variance  in  fees,  is  not  a  matter  of  record  or  written  agreement. 

In  addition  to  routine  Heart  Diagnostic  Services,  the  physician-consultant 
at  the  Great  Falls  center  also  functions  as  a  consultant  to  the  department 
in  evaluating  electrocardiograms  at  a  compensation  of  $2,000  annually.   There 
is  no  written  agreement  to  indicate  how  many  electrocardiograms  are  to  be  read 
or  what  the  physician-consultants'  specific  duties  are  in  evaluating  electro- 
cardiograms.  The  only  record  approacliing  an  agreement  is  a  letter  from  a 
department  employee  acknowledging  and  approving  a  request  to  Increase  the 
fee  from  $1,000  to  $2,000  annually. 

The  department  also  does  not  have  a  procedure  to  verify  and  document 
the  services  provided  by  consultants.   Because  of  this,  and  the  fact  that 
consultant  agreements  are  not  a  matter  of  written  record,  it  is  difficult 
to  determine  whether  or  not  services  provided  by  consultants  were  reasonable 
and  commensurate  with  compensation  paid.   For  example,  physicians  and  social 
workers  at  the  diagnostic  centers  bill  the  department  monthly  for  services 
rendered.   The  billings  submitted  by  the  consultants  are  paid  by  the  depart- 
ment without  any  attempt  to  determine  the  extent  to  which  the  billed  services 
were  provided  and  if  the  fees  are  reasonable. 

The  department  should  maintain  documentation  to  substantiate  the  need 
for  consultants  and  should  reduce  all  contractual  agreements  to  writing.   The 
written  agreements  should  stipulate  the  duration,  terms,  conditions,  and 
fees  to  be  paid  under  each  agreement,  as  well  as  the  manner  in  which  services 
provided  are  to  be  documented.   In  addition,  the  department  should  establish 
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a  procedure  to  periodically  verify  that  billings  submitted  by  consultants 
are  accurate  in  terms  of  services  provided.   The  reasonableness  of  fees, 
as  well  as  the  contractual  amount  of  fees,  could  be  based  upon  the  "relative 
vaUio"  fee  schedule  provided  to  physicians  by  the  Montana  Medical  Association. 
Tills  fee  schedule  is  used  by  the  Department  of  Social  and  Rehabilitation 
Servlci's  to  pay  medical  claims  under  the  programs  It  administers.   'I'lu- 
department  could  make  similar  use  of  the  fee  .schedule. 

RFCOmENPATWN 

We  veaorrmend  that  the  department: 

1.  Maintain  records  to  substantiate  the  need  for 
consultants. 

2.  Establish  written  agreements  depicting  the  duration^ 
terms,   conditions ,   and  compensation  of  consultants. 

.^.     Establish  a  procedure  to  periodically  verify  the 
iii'curacy  of  billingd  submitted  by  consul hatiln. 

HKAKT  DIAGNOSTIC  PROGRAM 

The  Heart  Diagnostic  Program  was  administratively  established  by  the 
department  in  1952  to  provide  more  extensive  heart  diagnostic  services  for 
Montanans.   It  presently  operates  two  diagnostic  centers — an  adult  center 
in  Missoula,  and  a  pediatric  center  in  Great  Falls.   For  the  most  part,  the 
centers  are  operated  by  consultants.   Only  one  state  employee,  a  part-time 
medical  social  worker,  works  in  the  Missoula  Diagnostic  Center  with  equipment 
and  nursing  services  provided  by  four  consulting  cardiologists.   The  Great 
Falls  Diagnostic  Center  is  different  in  that  it  has  three  state  employees — 
a  public  hcaltli  nurse  and  two  office  personnel — and  some  of  the  equipment 

is  state-owned.   Recorded  expenditures  of  the  program  during  1972-73  were 

$67,239,  financed  as  follows: 


General  Fund  $43,956 

Federal  Grants  21,492 

Service  Fees  1,791 

Total  $67.239 

Operations  of  the  program  can  be  improved  in  the  following  areas. 

Determination  of  Ability  to  Pay 

As  pointed  out  above,  the  program  was  administratively  established  several 
years  ago.   The  department  determined  that  clients  should  be  charged  fees  for 
the  services  provided  based  upon  their  ability  to  pay.   This  Is  consistent 
with  many  other  public  health  service  programs. 

The  department  does  not  have  a  formalized  and  routine  procedure  to  deter- 
mine the  ability  of  clients  to  pay  for  diagnostic  services.   No  established 
criteria  are  used  to  determine  the  financial  capability  of  patients  to  pay 
for  services.   The  decision  is  usually  based  on  a  brief  conversation  with 
the  patient  or  patient's  parents  on  their  initial  visit  to  the  diagnostic 
centers.   If  the  patient  is  determined  financially  capable  or  covered  by 
insurance,  the  department  bills  the  patient  to  recover  costs  for  consultation, 
x-rays,  and  laboratory  work.   If  not,  the  program  absorbs  the  costs. 

The  department  should  have  a  more  formalized  process  to  determine  the 
extent  to  which  clients  can  pay  for  services.   Standard  procedures  and  uniform 
criteria  should  be  established  to  evaluate  and  verify  the  financial  condition 
and  insurance  coverage  of  clients  so  that  a  fair  assessment  can  be  made.   In 
this  connection,  the  Department  of  Institutions  has  established  a  formal 
program  to  assess  the  financial  condition  of  its  clientele,  identify  Insur- 
ance coverage,  and  obtain  a  fair  payment  from  them.   A  program  of  this 
nature  sliould  assure  that  those  who  have  the  ability  to  pay  do  so,  and  that 
all  are  accorded  fair  treatment. 


-28- 


imVMMFNDATWN 

Wi-   r-ccomnrnd  thai   the  department  establish  an  effective  progvani 

of  (li'li'iviiutition  of  r! lent  ability  to  pay  for  scTvieos  pt'ovijcd 

andor   III,'  ll(\irl    Pidioii'iUir  p)'i':]i'imi. 

I'oJMiiwvip   1) I    lU  I  1  I  ngs 

Althoiigli  the  lu-arL  diagnostic  program  has  InclutkHi  a  system  of  tee 
recovery  in  the  past,  the  system  has  been  Ineffective.   Most  clients  are 
not  billed  for  services  provided  by  the  centers  and  those  bills  sent  are 
not  followed  up.   It  is  customary  practice  to  bill  clients  only  once,  and 
if  payment  is  not  received,  no  followup  or  second  billing  is  made.   The  amount 
billed  is  merely  forgotten.   Consequently,  of  the  $32,141  which  should  have 
been  n-colved  from  clients  in  1972-73,  only  $1,791  was  received. 

Ik'iMiiso  of  tlic  fact  that  the  department  does  nut  maintain  accnunts 
ri'cf  I  vali  li>  riToiiis  for    this  progrnm,  i-urrent  Inrnrmatlon  on  amovnU  s  h  I  I  K-d 
hill  iu>l  |)alcl  Is  not  available.   The  absence  of  data  in  this  an-a  will  lu' 
corrected  by  effective  implementation  of  recommendations  made  in  an  earlier 
section  of  this  report  pertaining  to  accounts  receivable.   However,  the 
department  should  re-bill  and  follow  up  on  all  billings  to  clients  for 
services  provided  under  the  heart  diagnostic  program. 

RECOMMENDATION 

We  veaormend  that  the  department  ve-bill  and  follou  up  on  all 

billings  foi'  sern)ic't''S  provided  under  the  heart  diacjnostic 

j>t\)(jr(im. 
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WATER  ANALYSES  AND  INSPECTIONS 

Federal  regulations  (Drinking  Water  Standards  of  1962)  require  that 
facilities  and  systems  providing  water  to  the  public  be  periodically  in- 
spected and  the  water  tested  for  compliance  with  bacteriological  standards. 
These  inspections  and  tests  can  be  made  either  by  the  department  or  by  a 
testing  facility  certified  by  the  department. 

Section  69-4904(2),  R.C.M.  1947,  empowers  the  department  to  examine 
water  supplies  to  determine  the  purity  of  the  water  and  if  the  public  health 
might  be  endangered.   On  the  basis  of  this  authority,  the  Board  of  Health, 
in  1918,  adopted  a  policy  to  require  that  all  public  water  supply  facilities 
and  systems  be  inspected  and  tested  consistent  with  federal  criteria,  which 
specifies  the  frequency  of  inspections  and  tests. 

Tlu"  department  also  inspects  and  tests  water  supplies,  such  as  domi'stic 
wells  I'or  i)rivate  individuals.   Uoth  tlie  privati-  individuals  ami  piitil  It- 
suppliers  pay  a  fee  for  the  services  provided  by  the  department.   The  number 
of  tests  and  respective  fees  collected  for  1972-73  are  as  follows: 

No.  of  Tests    Fees  Collected 

Public  Water  Suppliers  8,822  $14,230 

Private  Individuals  and  Other         3,769  4,986 

Total  12,591  $19.216 

Adequacy  of  Fees 

Section  69-4904(6),  K.C.M.  1947,  provides  the  department  shall  "with 
ai>pii>val  ol  llii-  slate  lioard,  I  ix  fees  for  si-rvici-s  leiuiiTi'd  in  anaiy/.in>; 
water  and  inspect  ions  to  eoviT  costs  of  ihe  service  and  di-pos  i  t  receipts 
in  tlie  K-i^'neral  fund."   Ihe  fees  set  and  collected  bv  the  department  are 
not  adequate  to  cover  the  cost  of  services  provided. 
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Manv  years  apo  the  department  established  annual  fees  which  are  assessed 
on  t  hr  lla^;ls  ol  popiilntlon  criteria.   For  i'xamplt>,  thf  annual  ric  dw    hulivi- 
(lii.il  users  was  First  established  at  $1  In  1953  and  revised  to  $2  In  14S7. 
It  has  remained  the  same  since  then.   The  annual  fees  governing  municipalities 
and  other  public  water  supplies  were  first  established  In  1936  and  most  re- 
cently revised  in  1951.   More  complete  information  on  the  manner  In  which  fees 
for  municipal  or  public  water  supplies  are  assessed  is  presented  in  the  follow- 
ing subsection. 

Department  officials  have  not  compiled  data  to  show  the  cost  of  providing 
services  and,  as  a  consequence,  do  not  know  the  extent  to  which  annual  fees 
cover  costs.   Consequently,  the  annual  fees  set  years  ago  have  not  recently 
been  revised. 

Based  upon  Information  provided  by  the  department  and  extracted  from 
department  records,  we  estimated  the  cost  of  inspection  and  test  services 
provided  by  the  department  and  compared  them  to  annual  fees  received.   Our 
estimate  shows  that  water  analyses  and  inspections  cost  the  department  in 
excess  of  $65,000  during  1972-73.   Only  $19,216  in  fees  was  received  from 
such  services.   Consequently,  it  is  clear  that  annual  fees  are  not  adequate 
to  cover  costs  as  required  by  law,  and  that  the  General  Fund,  which  finances 
the  activity  and  into  which  fees  are  deposited,  is  deprived  of  additional 
revenue.   Inasmuch  as  the  department  collects  fees  in  various  areas  to  re- 
cover associated  costs,  the  level  of  all  fees  should  be  reviewed  to  deter- 
mine whether  they  are  adequate. 

Some  departmental  officials  have  expressed  concern  as  to  the  logic  of 
requiring  full  cost  recovery  for  this  and  other  department  provided  services. 
In  those  instances  where  the  department  makes  such  a  determination,  and  the 
law  currently  provides  for  cost  recovery,  a  change  in  the  law  should  be 
sought. 


RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  records  to  compile  and  determine  the  cost 
of  water  inspection  and  testing  services. 

2.  Adjust  the  fees  presently  charged  by  the  department 
to  cover  the  cost  of  water  inspection  and  testing 
services,   or  request  legislation  to  delete  the 
statutory  requirement  to  recover  cost. 

3.  Examine  all  other  fees  collected  by  the  department 
to  determine  whether  the  level  of  fees  is  adequate. 

Assessment  Criteria 

As  previously  mentioned,  the  fees  charged  public  water  systems  are 
annual  fees  administratively  set  by  the  department  on  the  basis  of  popula- 
tion criteria.   The  annual  fees  presently  are  as  follows: 


Annual 

Tests  Required 

Population 

Fee 

Each  Year 

Ground  Water  Supplies 

Fewer  than  50  subscribers 

$  10.00 

24 

50-500 

37.50 

24 

500-1000 

60.00 

24 

1000-2000 

75.00 

24 

2000-3000 

90.00 

36 

3000-5000 

105.00 

48 

5000-15,000 

120.00 

96 

15,000  and  over 

150.00 

180  or  mon 
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Annual  Tests  Required 

Population  Fee  Each  Year 

Surface  Water  Supplies 

Fewer  than  50  subscribers       $  30.00  24 

50-1500  90.00  24 

1500-3000  150.00  36 

3000-6000  270.00  60 

6000-10,000  300.00  108 

Over  10,000  450.00  180  or  more 

The  population  criteria  depicted  above  Is  basically  the  criteria 

established  by  the  Federal  Government  to  determine  the  frequency  of  tests. 

The  larger  a  system  is  in  terms  of  subscribers,  the  more  frequent  tests 

are  required.   Of  the  222  public  water  systems  tested  by  the  department 

in  1972-73,  144  required  analysis  twice  a  month.   Consequently,  some  systems 

have  more  frequent  tests  than  others.   In  this  connection,  we  noted  that 

some  of  the  fees  levied  by  the  department  do  not  recognize  population 

changes  disclosed  by  the  1970  census.   Some  municipalities  should  be  paying 

more  and  some  less  as  a  result  of  population  changes. 

Kstablishing  a  fee  on  the  basis  of  population  is  not  a  logical  system 

to  recover  the  costs  of  services  provided.   Fees  for  inspections  and  tests 

should  relate  to  the  cost  of  inspections  and  tests.   To  do  otherwise  results 

in  a  subsidization  between  systems  which  is  inequitable.   The  extent  of  this 

subsidization  under  current  practice  is  illustrated  by  the  following  table, 

which  shows  the  extent  to  which  some  public  supply  systems  were  billed  in 

comparison  to  the  costs  of  the  water  tests.   The  public  systems  illustrated 

are  those  144  which  were  tested  twice  monthly  or  24  times  per  year  during 

1972-73. 
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Number  of 
Systems 

1 

1 

1 

1 
23 

1 

1 

1 

8 
65 
20 
13 

7 

1 


144 


Amount 
Billed* 

Unrecovored 
(Over-recovored) 
Cost** 

None 

$ 

96.00 

$    3.33 

92.67 

6.66 

89.34 

9.07 

86.93 

230.00 

1 

,978.00 

15.63 

80.37 

18.75 

77.22 

28.13 

67.87 

240.00 

528.00 

2,437.50 

3: 

,802.50 

1,200.00 

720.00 

975.00 

273.00 

630.00 

42.00 

105.00 

(9.00) 

$5,899.07 

12. 

.924.90 

*  Some  billings  were  for  less  than  a  full  year  because  of  the  time  of  year 
the  water  supply  companies  went  on  the  annual  fee. 

**  Amount  over  or  under  based  upon  department  estimate  that  tests  cost  $4 
each  and  that  each  system  is  tested  24  times  per  year.  These  costs  do 
not  include  costs  associated  with  annual  on-site  inspections. 

The  foregoing  illustrates  the  fees  presently  charged  are  not  commen- 
surate with  costs  as  required  by  law.   The  department  should  determine  the 
cost  of  these  services  and  adjust  the  fees  accordingly. 
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RECOhMENDATION 

We  recorrmend  that  the  department  assess  fees  for  water  inspections 
and  service  on  the  basis  of  cost. 

Tlu'  di'pjirlmont  (nvontory  roi-ords  show  a  fixed  asset  balance  nf  $817,830 
In  plant,  property,  and  equipment  at  June  30,  1973.   Although  this  balance 
is  shown  on  departmental  records,  it  is  not  included  in  SBAS  and,  as  a  con- 
sequence, was  not  depicted  on  the  June  30,  1973,  financial  statements  prepared 
through  SBAS  for  the  department.   The  fixed  asset  balance  of  $817,830  has  been 
added  to  Exhibit  A  on  page  40  and  is  shown  in  greater  detail  on  Exhibit  F  on 
page  48.   Our  review  of  fixed  assets  disclosed  a  general  area  where  action 
should  be  taken  to  establish  better  control  over  fixed  assets  and  provide 
mori'  ariurate  reporting  of  plant,  property,  and  equipment  values. 
Asset  Management  Procedures 

In  June  1970,  the  Department  of  Administration  Issued  Management  Memo 
70-17  providing  agencies  with  general  guidance  on  property  management  in 
areas  such  as  physical  inventories  and  recording  of  assets. 

The  department  has  not  followed  the  procedures  outlined  in  Management 
Memo  70-17,  as  well  as  other  good  property  management  practices.   A  complete 
physical  inventory  of  fixed  assets  has  not  been  performed  since  1970-71. 
As  a  consequence,  the  fixed  asset  balance  is  unreliable  in  that  it  has  not 
been  substantiated  by  a  recent  physical  count.   Many  assets  were  erroneously 
recorded  in  the  department  records.   For  example,  a  cassette  recorder  valued 
at  $73  is  recorded  on  the  records  at  a  value  of  $20,073.   Because  of  this, 
the  fixed  asset  balance  of  $817,830  is  overstated  by  at  least  $20,000,  and 
similar  other  examples  were  also  noted. 


The  fixed  asset  balance  is  also  overstated  because  the  department 
records  were  often  not  relieved  of  the  value  of  the  items  traded.   The 
department  fixed  asset  records  also  show  the  "Old  Board  of  Health  Building" 
capitalized  at  a  value  of  $50,000.   In  contrast,  the  Cogswell  Building, 
which  was  also  constructed  with  some  department  resources,  is  not  capital- 
ized.  Department  officials  could  not  provide  an  explanation  as  to  why  one 
building  is  capitalized  and  shown  on  the  department  records  and  the  other 
is  not. 

The  foregoing  examples  and  the  other  examples  noted  as  a  result  of  our 
tests  illustrate  the  fixed  asset  balance  of  $817,830  is  unreliable  as  a 
result  of  inadequate  procedures.   The  extent  to  which  the  balance  is  in 
error  could  only  be  resolved  by  a  complete  physical  inventory  and  recon- 
ciliation with  the  fixed  asset  records.   However,  the  problem  of  inadequate 
and  poor  property  management  procedures  is  broader  and  not  limited  to  the 
department.   Nearly  every  audit  report  issued  by  the  Office  of  the  Legis- 
lative Auditor  has  cited  deficiencies  in  the  manner  in  which  fixed  assets 
are  recorded  and  accounted  for  by  state  agencies.   Agencies  apparently  have 
not  taken  the  time  to  develop  good  fixed  asset  procedures.   As  a  result, 
fixed  asset  procedures  are  either  non-existent  or  inadequate  in  most  agencies. 

Management  Memo  70-17,  issued  by  the  Department  of  Administration  in 
June  1970,  has  not  resulted  in  much  improvement.   Over  15  audit  reports  since 
that  date  have  still  found  numerous  common  discrepancies  ranging  from  poor 
asset  identification  to  wide  variances  in  capitalization  procedures.   Con- 
sequently, many  problems  still  exist.   In  addition,  fixed  asset  accounts  are 
not  incorporated  Into  SBAS,  which  is  tlie  logical  means  of  estab  I  lsl>  ing  uniform 
and  proper  accounting  procedures  for  all  state  agencies.   Department  of 
Administration  officials  advised  us  that  nothing  has  been  done  since  Miinago- 
ment  Memo  70-17  to  upgrade  fixed  asset  management,  even  thougli  the  management 
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memo  stated  that  more  definitive  procedures  were  being  devised.   SBAS 
cannot  accommodate  fixed  asset  accounting  without  some  additional  modlfi- 
iMt  Idiis,  iu-cortl  Ing  to  tlic  officials,  and  such  modifications  presently  have 
.1  low  |)  I  I  (ir  1 1  y . 

In  V I  I'w  ol  Lhi'  lommonal  1  ty  ol  the  prohli-m  among  stati'  agcncli-s  anil  the 
r.'iil  tli.iL  adoquati-  procedures  arc  non-existent  In  some  areas,  the  Dejiartmi'nt 
ol  Administration  should  undertake  a  two-step  program  to  improve  the  recorda- 
tion and  accounting  for  fixed  assets.   First,  that  department  should  devise 
and  prescribe  definitive  procedures  governing  the  management  and  control  of 
fixed  assets.   These  procedures  should  provide  basic  guidance  as  to  the 
manner  in  which  all  assets  should  be  marked  and  accounted  for,  irrespective 
of  whether  or  not  they  are  recorded  in  the  records.   This  step  could  be 
aerompl Ished  immediately  without  modification  or  alteration  of  SBAS  and 
would  serve  to  ereate,  in  the  coming  year,  a  uniform  and  sound  dat.i  base 
of  fixed  asset  values  for  entry  into  SRAS.   The  Hecond  step  wj)u  Ul  he  to 
modify  SBAS  to  the  extent  necessary  to  provide  the  basis  for  an  accurate 
accountability  of  state-owned  and/or  controlled  fixed  assets.   Until  these 
measures  are  accomplished,  state  agencies  such  as  the  Health  Department 
must  improvise  procedures  and  systems  for  themselves. 

RECOMMENDATION 

We  reaorrmend  that: 

1.      The  depar'tment  take  a  physical  inventory  of  its  fixed 
assets^   reaonaite  the  physical  count  with  the  existing 
records,  adjust  the  records  to  agree  with  the  physical 
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count  upon  approval  of  the  director  of  any  writeoffs 
for  missing  items ^   record  future  additions  and  deletions 
on  a  timely  basiSj   and  implement  the  other  provisions 
of  Management  Memo   70-17. 
2.      The  Department  of  Administration: 

(a)  Prescribe  definitive  procedures  for  agencies   to 
follow  in  the  management,   recording ,  and  reporting 
of  fixed  assets. 

(b)  Modify  SBAS  as  soon  as  practicable  to  account  for 
and  report  fixed  asset  balances  for  state  agencies. 

Obsolete  and  Unused  Equipment 

Our  examination  of  fixed  assets  disclosed  several  instances  where  the 
department  has  equipment  which  is  unused  and/or  obsolete.   ]n  one  Instance, 
one  equipment  Item  (a  IMclier  X-Roy  unit)  has  not  been  used  sinee  nl)oiit  I^JA, 
yet  it  Is  still  reflected  upon  the  asset  records  at  a  value  of  $12,1A7.   In 
this  case,  the  department  has  been  paying  for  commercial  storage  of  tlie 
obsolete  machine  at  the  rate  of  $5  per  month.   The  department  previously 
paid  storage  costs  of  $1,000  for  the  machine  which,  as  previously  stated, 
has  not  been  used  since  195A. 

In  a  similar  instance,  another  machine  valued  at  $4,000  (a  strimia 
dehydrator)  acquired  nearly  30  years  ago,  has  never  been  used,  but  it  is 
shown  on  the  records  and  is  stored  in  the  corridor  of  the  Cogswell  Building. 
Other  I'x.iniples  of  unused  equipment  were  also  noted. 

Sei-I  Ion  K?-\()\h,    K.C.M.  l')/i7,  spi-ciriivs  that  the  Departineiil  nl  Ailmliii- 
st rat  inn  Is  to  have  control  and  disposition  authority  over  unused  or  unneeded 
state  property.   Tn  view  of  this,  the  department  should  identify  all  assets 
which  are  unused  or  not  needed  and  notify  the  Department  of  Administration. 
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RECOMMENDATION 

We  reaormend  that  the  department  identify  all  unused  ov  imneeded 
assets  and  notify  the  Department  of  Administration. 

CONCLUDING  COMMENTS 

We  have  reviewed  the  comments  and  recommendations  contained  in  this 
report  with  the  director  of  the  Department  of  Health  and  Environmental 
Sciences  and,  where  applicable,  the  director  of  the  Department  of  Admini- 
stration.  The  cooperation  and  assistance  provided  us  during  this  audit 
is  sincerely  appreciated. 

Respectfully  submitted. 


Morris  L.  Brusett 
Legislative  Auditor 


November  15,  1973 
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EXHIBIT  B-1 


DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

EARMARKED  REVENUE  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1973 

Water  and 
Waste  Water     Sanitarians' 
Operators      Registration      Total 

Fund  Balance,  July  1,  1972        $12,908  $3,099        $16,007 

Additions: 

License  and  Registration  Fees 

Interest  on  Investments 

Sale  of  Manuals 

Total  Balance  &  Additions     24,831  3,981         28,812 

Deductions: 

Operating  Expenditures  8,983  All         9.394 

Fund  Balance,  June  30,  1973       $15.848  $3,570        $19.418 


10,711 

770 

11,481 

361 

112 

473 

851 

— 

851 
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EXHIBIT  B-2 


DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 
FEDERAL  AND  PRIVATE  REVENUE  FUND 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
Fiscal  Year  Ended  June  30,  1973 

Heart  and       Public 
Chest  X-Ray      Health 

Survey         Account      Total 

Fund  Balance,  July  1,  1972  $   ~         $    ~      $    — 

Additions: 

Federal  Grants 

Prior  Year  Reimbursements 

Gifts  and  Donations 

Due  From  Federal  Grants 

Transfers  from  Heart  &  Chest 

X-Ray  Account  —  22,240       22,240 

Total  Balance  &  Additions         (1,728)      2,947,848    2,946,120 

Deductions : 

Expenditures 

Transfer  to  Public  Health  Account 

Prior  Year  Adjustments 

Received  from  1971-72  Federal 
Grants 

Fund  Balance,  June  30,  1973 


3,000 

2, 

,842,437 

2, 

,845,437 

— 

6,597 

6,597 

31 

— 

31 

(4,759) 

76,574 

71,815 

5,000 

1, 

,859,267 

2, 

,864,267 

22,240 

— 

22,240 

856 

31,203 

32,059 

(29,824) 

57,378 

11 ,bbU 

$  ~ 

$ 

— 

$ 

— 
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DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

FEDERAL  AND  PRIVATE  GRANT  CLEARANCE  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1973 


EXHIBTT  B-3 


Federal  and 

Private  Grant 

Clearance 

Account 

Fund  Balance,  July  1,  1972  $   3,915 

Additions: 

Receipts  335,177 

Total  Balance  &  Additions        339,092 

Deductions : 

Grants  to  Other  Entities: 

Nursing  and  Sanitarian  Programs 
State  Merit  System 
Hospital  Construction 

Transfers  to  Federal  and 
Private  Revenue  Fund 

Due  to  Federal  and  Private 
Revenue  Fund 

Fund  Balance,  June  30,  1973         $  — 


50,573 
20,945 


243,223 


24.351 


Hospital 
Construction 
Account 


906,753 
906,753 


906,753 


Total 
;    3,915 

1.241.930 
1,245,845 


50,573 

20,945 

906.753 


243,223 
24.351 
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EXHIBIT  C 


DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

ALL  FUNDS 

STATEMENT  OF  REVENUE 

Fiscal  Year  Ended  June  30,  1973 


General  Fund: 

I'lHid   Jind   Drug  License   Fees 

Birth  Certificate  Fees 

Doatli  Certificate  Fees 

Hospital  S.  Long-Term  Care  Facilities 

License  Fees 
Sanitary  License  Fees 
Tourist  Campground  License  Fees 
Ambulance  Service  License  Fees 
Water  Analysis  Fees 

Total 

Earmarked  Revenue  Fund: 

Water  Operators  License  Fees 

Interest  on  Investments 

Sale  of  Manuals 

Sanitarians'  Registration  Fees 

Total 

Federal  and  Private  Revenue  Fund: 

Federal  Grants: 

Heart  and  Chest  X-Ray  Survey 

Comprehensive  Health 

Communicable  Disease 

Air  Pollution 

Water  Pollution 

Alcohol  Rehabilitation  &  Safety 

Hospital  Certification 

Child  Health 

Family  Planning 

Emergency  Employment 

Other 
Prior  Year  Reimbursements 
Gift 
Donation 

Total 

Revolving  Fund : 

Transient  Lodging  License  Fees 

Total  Revenue 


$  19,091 
23,110 

1,560 

3,360 

34  5 

5,785 

715 

19,216 


10,711 
473 
851 
770 


3,000 
598,226 
107,128 
149,908 
116,718 
295,957 
174,478 
600,236 
435,294 
101,473 
263,019 

6,597 

5 

26 


73,182 


12,805 


2,852,065 


4.915 
$2.942.967 
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DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 
STATEMENT  OF  CHANGES  IN  GENERAL  FIXED  ASSETS 
Fiscal  Year  Ended  June  30,  1973 


EXHIBIT  F 


Building 
Equipment 

Total 


Balance 

Balance 

7/1/72 

Additions 

Deletions 

6/30/73 

$  50,000 

$  ~ 

$  - 

$  50,000 

715,715 

52,574 

459 

767,830 

$765,715 

$52,574 

$459 

$817,830 

AGENCY    REPLY 


Department  of  Health  and  Environmental  Sciences 


'STATE  OF  MOIMTAtMA  heiena, mcjntana  5«>oi 


JohrS  AndononM  D 


.V 


Novemlier    12,    l'>71 


Morris  L.  Hrusott 
Lcj'.islatlvo  Auditor 
State  Capitol 
Helena,  Montana   59601 

Dear  Mr.  lirusett: 

Wo  have  studied  tlie  recommendations  of  your  report  and  have  listed 
our  responses  to  each. 

Whili-,  in  >;eneral  ,  wo  agree  with  tlic  recommendations,  wo  realize 
that  to  accompllsli  tliem  will  require  additional  staff  to  tl>e  Centralized 
Services  Division.   1  liopc  tiiat  you  will  assist  us  In  this  endeavor. 

Sincerely  yours. 


JSA/acw 
Att. 


.   Jonn   S.    Anderson,    M.D. 


\/ 


Director 


<M^«»    • 


KKSI'ii^SI.S    ID    i.l.CISI.ATIVi:    Al'DITOR    RLCARDIMG    RECO>rMiNl)ATIONS   CONTAlr.'II)    I-;   TIM    AI'niT 
Kr.l'OKT   riADI"   I'UUSUANT   TO   Till".  AUDIT   OF  THE    STATE   DEPAIITMKNT  OF    MFALTl"   FOR   THE   F.Y. 

i■.^jI)I^(;  juni:  30,   1073: 

I'AC.l     t. 
KiM'tuniiu'ndat  Ion 

Wi-    rtTOiniiifml    that     tUc    present    memliersliip   of    tlu'    Imnrd    lie    mllusted    to    Inrlinle    an 
.itrorn<-v    as    reqnirpd   hv    Section    82A-112,    R.C.M.    l'»47. 

Anjiu-e  r 

Wo  Tji  I  I    re<-c>mmend    to   the   (Governor   that    the   next    lav   member   vaeam-v    on    tlie    State 
Koiiril   ol    Health   he    filled   with   an  attorney, 

l'ACJ_  JO 
Keconimentlat  ion 

We    recommend    tliat    the   department    classify  and   denosit   all    collections   as   revenue 
except    those   amounts    oollecteil   as   abatements,    as   defined    hy   the   Montana  Administrative 
Manual . 

Aiiswi^r 

All    I  ol  let- 1  Ions   of    fi'es    for   services   will    be    deposited    as    ri'vcnuc    in    accordance 
with    the   Montana   Administrative   Manual. 

pm;^    11 
Kccomme mlat  Umi 

We  recommend  that  the  de)iartment  implement  control  procedures  to  accrue  and  record 
claims  in  accordance  with  state  statutes  and  Department  of  Administration  directives. 

Answer 

(jintrol    procedures   will    be    instituted   and   a   diligent    effort   will    he   made    to   charp.o 
expenditures    in    the    fiscal    year   of   occurrence    through    tlie   accrual    proces?;. 

I'At^  12 
llecomiiiencUit  Ion 

We  recommend  that  the  department  consult  with  the  Budget  Rureau  of  the  Department  of 
Administration  v.'hen  budp.etary  problems  are  encountered. 

Answer 

Consultation    will    he    requested    of    tlie    State    Budj^et    Bureau    for    assistance    in   allevi- 
. It  Ion    of    bud>',(>t    ])rohlems, 

PAGi:  n 

Recommendat  U > ri 

We  recommend  tiiat  the  Department  of  Administration  revert  appropriation  balances 
pursuant  to  the  iirovisions  of  appropriation  acts. 

Answer 

We  will  coi'pi  rate  as  needed  with  the  Department  of  Administration  in  reversion  of 
unused  appropriated  funds  at  the  end  of  the  fiscal  year. 

y\CV_   15 
Kecommeiula  t_l  on 

We  recommend  that  rh(>  department  eliminate  its  account  in  the  Itevolvini'  Fund  .depos  i  t 
future  transient  lody-lnv,  faelllties  license  fees  as  revenue  to  tlie  (^>ni-ral  lund,  and 
flnauii'  rtu>  proj'.rini  from  the  department's  j-eneral  fund  appropriation. 


.Oj'.j  si  ;il  i  \ro    \ik1  i  Cor 


PAG  K  _l_5 
Answer 


It  is  believed  that  it  was  the  intent  of  the  legislation  to  have  the  fund;;  for 
Jicensing  of  transient  lodging  facilities  deposited  in  a  special  fund  to  dofrnv  cost 
of  tiie  program.   We  are  agreeable  to  deposit  of  these  funds  into  tlie  general  fund  pro- 
viding there  is  an  appropriation  sufficient  to  cover  cost  of  the  personnel  working  in 
the  program. 

PAGE  16 
Recommendation 

We  recommend  that  the  department  establish  a  centralized  cashier  function  within 
ttie  Centralized  Services  Division  incorporating  the  requirements  of  tiie  Montnna  Admini- 
strative Manual. 

Answer 

I'hc  central  cashier  function  will  be  established  as  soon  as  we  ran  staff  a  position 
to  liandle  tiK-  total  t  r.ius;ut  ions . 

PAGi:  17 
Recommendation 

K'e  recommend  that  the  department  consult  with  the  Department  of  Adninistr^it  ion  re- 
garding the  use  of  SBAS  to  account  for, and  report »  accounts  receivable. 

Answj;^ 

We  will   consult  with    the    Department   of   Administration    rei-ard  tn"   prnclic.il    iisi'   of 
SI'.AS    tor   accounts    ri'oM  v.ili Ic  . 

PM^'    19 
Kecommendat  ion 

We    recommend    tli.it    the   department   establish   centralized   hillii\;',  ;iml    n-conling   pro- 
cedures   for   department    receivables   within    the    Centralized    .Services    Division. 

■Answer 

An  additional  accounting  cleric  will  be  required  to  nccomplisli  central  izi-d  I^llllng 
ami  recording  of  accounts  receivable.   This  recommendation  will  be  complied  witii  ,is  early 
as  we  can  employ  a  person  to  perform  this  function. 

PAGE  20 
Recommendation 

We  recommend  that  the  department  confer  v/lth  the  Department  of  Administration  for 
policy  guidelines  and  resolve  the  questions  concerning  unusual  travel  situations. 

Answer 

We   will    cooperate    so   as    to   conform   to   policy   guidelines   establislied   by    the   Department 
of   Administration   concerning   unusual    travel    situations   of   persons   performinc    services    for 
t  lie   benefit    of    llils   department    or   receiving   services    for    the   enlianceim-nt    of    piilili*    lie.iltli 
services    witliin    tlie    st.ite. 

l'A(;i._2_2 
I'l'coiimu'niiat  lun 

Uf    recommL'nd    tli.it    tlie    ile|i.i  rt  men  L    allocate'    p.iyrol  1    t>xpeud  1 1  iircs    on    the    b.r;ls    nl    .ntujil 
hiMiis    WDiki'd    in   e.ifh    prog.riiii. 

Answer 

U'e    ,ire     111    .KTiird    with     rliis     rernintnt>nft.-if  Ion     -in. I    \.fl  1  1     i.mrlr     ri\      i<-lil..\r<.     It       it      t  1...    ,.irll..ur 


l.c>>'  i  slMt  1  vi-  Aud  I  tor 
-3- 

/Vii^woj;  (cont  d.  ) 

possible  ilnfo.   Inl  ormat  ion  received  up  to  tlie  time  of  t!i1s  audit  discussion  wn.s  that 
SliAS  could  not  vet  handle  payroll  cost  accounting  which  v.;oultl  lie  adequate  for  our  needs. 
We  will  work  wltli  tht-  Manafement  Services  IHviHion  so  th.it  we  can  accomplish  ciwirRes 
aj-vilnst  projects  based  on  hours  worked  (hirlnc  each  payroll  pt^rlod. 

l<e£ommendat  Ion 

We  recommend  that  the  department  refrain  from  advancement  of  emplovee  vacation  and 
Hick  li-ave  prior  to  completion  of  the  statutory  time  periods. 

Answer 

The  grantinp,  of  advance  sick  leave  was  stopped  on  promulpatlon  oF  the  regulation  pro- 
liibltinj',  it.  \<c   believe  that  the  grantinp,  of  advance  leave  is  preferable  to  some  of  the 
practices  in  substitution  of  such  grants.   In  many  years  of  such  practice  this  department 
has  incurred  no  losses.   The  practice  should  be  reviewed  by  the  Departnent  of  Administration 
and  regulations  promulgated.   Unless  granting  of  advance  vacation  leave  is  prohibited  it 
should  be  an  agency  prerogative. 

Uecommenda t I on 

We  recommend  that  tin-  department: 

1.  I\evlev^/   the   status   of   all    non-full-time   emplovee   on    the   basis   of    federal 
and    state   criteria. 

2.  Provide    tliose   employees  who   meet    the   criteria   with   employee    benefits. 

Answer 

rills  recommendation  will  be  complied  with  for  all  part  time  employees  except  for 
non-recurring  short  periods  of  employment. 

PAGi:  2  7 
Kecommcndat ion 

We  recommend  that  the  department: 

1.  Maintain  records  to  substantiate  the  need  for  consultants. 

2.  Kstablish  written  agreements  depicting  the  duration,  terms,  conditions,  and 
compensation  of  consultants. 

1.    Establish  a  procedure  to  periodically  verify  the  accuracv  of  billing  submitted 
by  consultants. 

.\nsj£ijr 

We  will  conip  1 V  with  thi>se  tliree  recommendations  to  provide  aprei-riciUs  de  linlat  ini; 
services,  substantiating  need,  and  make  periodic  verification  of  blllinp  bv  consultants 
compared  to  the  services  rendered.   At  present  consultants  work  under  program  coordinators 
or  directors  ami  services  rendered  are  known, 

PAGI  20  (1) 
Recommendat lo n 

We  recommend  that  the  department  establish  an  effective  program  of  determination 
of  client  ability  to  pay  for  services  provided  under  the  Heart  Diagnostic  program. 

An  swo  r 

It  was  never  the  intention  to  recover  all  or  a  substantial  portion  of  the  costs  of 
tlie  operation  of  the  MOntana  Heart  Diagnostic  Centers.  The  prime  objective  was  to  fur- 
nish the  best  possible  heart  diagnostic  service  within  the  state  to  serve  the  citizens, 


Legisintive  Auditor 
-4- 

PAGE  29  (J) 
Answer  (Contd.) 

with  special  emphasis  on  the  needs  of  children.   We  will,  however,  in  connection  with 
our  efforts  to  get  first  and  third  party  payments  refine  procedures  to  collect  initial 
amounts  from  heart  patients.   It  should  be  pointed  out  that  a  child  with  a  severe  heart 
condition  imposes  a  severe  financial  strain  on  his  family  and,  in  many  cases,  the  family 
does  not  have  the  resources  to  pay  for  some  of  the  services  received.   In  the  case  of 
adult  heart  patients  we  have  found  that  those  served  at  the  Missoula  cl  Inic  are  often 
in  dire  financial  straits  because  of  their  health  condition  and  that  they  most  often 
lack,  the  ability  to  pay. 

(2) 
Recommendation 

We  recommend  that  the  department  re-bill  and  follow  up  on  all  billinrs  for  services 
provided  under  the  heart  diagnostic  program. 

i\nswer 


A  complete  review  of  objectives  of  the  heart  diagnostic  profram  will  be  conducted 
in  order  to  properly  structure  this  program.   A  decision  on  follow-up  billing  will  be 
made  at  that  time.   It  will  depend  on  assessment  of  the  general  ability  of  tlie  patients 
to  pay  for  services  and  the  probable  outcome  of  additional  efforts  made  to  collect  billed 
amounts  if  payment  is  not  made  on  delivery  of  the  first  billing  for  services. 

PACE  32 
Recommenda t  ion 

Wc  recommend  that  the  department : 

1.  l:;stablish  records  to  compile  and  determine  the  cost  of  water  inspection  and 
testing  services. 

2.  Adjust  fees  presently  charged  by  the  department  to  cover  the  cost  of  water 
inspection  and  testing  services,  or  request  legislation  to  delete  tlie  statu- 
tory requirement  to  recover  cost. 

3.  Examine  all  other  fees  collected  by  the  department  to  determine  whetlicr  tlie 
level  of  fees  is  adequate. 

Answer 

It  has  been  the  philosophy  of  the  State  Department  of  Health  that  tlie  state  should 
materially  assist  local  public  entitles  in  conduct  of  health  programs.   This  type  of 
support  is  very  practical  in  obtaining  the  cooperation  of  the  local  bodies  in  promoting 
;'ood  health  practices.   The  health  department  has  a  responsiblll tv  to  tost  all  public 
water  supplies  to  provide  the  public  with  protection  from  health  liazards.   It  is  believed 
that  if  fees  are  increased  four  times  over  the  present  sche<Iulc  we  will  lose  cooperation 
of  local  personnel  and  will  have  considerable  additional  non-payment  on  the  part  of 
operators  of  puljllc  vjater  systems. 

Because  information  will  be  developed  to  determine  the  unit  cost  of  water  inspections 
and  testing  services  and  of  services  for  which  other  fees  are  collected  hv  the  Di'pnrlment 
to  determine  the  level  of  udoquncy  of  such  fees,  fee  adjustments  will  he  made  upv.'Jinl  to 
more  nearly  approach  the  cost  of  services  tltat  is  possible  under  mir  iMirri>nt  li'i-  v.rliiMluU- . 

I'ACE  35 
Recommendati on 

We  recommend  that  the  department  assess  fees  for  water  inspections  and  services  on 
the  basis  of  cost. 


l.of.islnt  1  v<>   Auditor 

I'AC.K    >S 
Answer 

,\y.    iiiil  I  ('.(ted    III    rcpiv    to   tlif    previous    reconimen<1.it  i  on   wo    do   not    hflii-vo    It    Is 
|M.ii-l  Ic.il'li'    111   .issi's.s    fiM's    for   w.Ttor    Inspections    and    testing    services    to    recover 
t  l\e    lull    c-ost    or    lliosc    act  Ivl  t  li's .      Tlie    primary    Interest    of    the    ('eparLment    Is    the 
prolecllon    c>r    tlu-    public    liealtli    and    It    is    lielleved    that    policies    miirt    Ic    followed 
wlileli  vIM    riicouiap.e   cooperation   on    tlie   part    of    local    lioalt!i   delivery   personnel. 

r.econiiiiendat  Ion 

Wi>    recommend    tliat: 

1.  The   department    take   a   physical    inventory   of    Its    fixi?d   assets,    reconcile    the 
physical   count  with   the  existing   records,    adjust    the    records    to   apree  with 
tlie   physical    count    upon   approval   of    the   director   of   any  writeoffs    for  nissinr. 
items,    record    future    additions   and   deletions   on   a    timelv  basis,    and    irplenent 
the   other   provisions   of   Management   Memo    7U-17. 

2.  The    Department   of  Administration: 

(a)      I'rcscrlhe   definitive    procedures    for   apcnoles    to    follow    in    the   management, 
reeordlnc,    and    reporting  of    fixed   assets. 

(h)      Moillfv    SI^AS   as   soon   as   practicahle    to  account    for   and    report    fixed    asset 
balances    for    state   np.encics. 

Answ>-  r 

As    s(»on    as    personniM    can    lu>    assl(;ni'il    we   will    perfoni'   a    physical    count    ol    all     flxeil 
.•isset:,     idliiMt    the    records    to  a^ree  witli    tlie    Inventory,    and    Iniple'nent    other   provision-: 
of   Manap.ennMit    Memo    70-17.      We  will    cooperate   with   the   Oepartment    of    ^dnlInl  strat  Ion    In 
Implementation   of   SUAS   services   of   a   new  procedure    for  accountlnj',    for    fixed   assets. 

!'\CI     V 

[\ ecommcndat  Ion 

We  recommend  that  the  department  identify  all  unused  or  unneeded  assets  and  notify 
the  Department  of  Administration. 

Answer 

We  will  comply  with  the  recommendation  to  notify  the  Department  of  Administration 
rej^ardinp,  obsolete  or  surplus  fixed  assets  as  personnel  can  he  detailed  to  work  on  tliis 
procedure.   Several  of  the  assets  which  were  obtained  at  considerable  cost  have  become 
obsolescent  to  tlie  point  of  uselessness  and  havinp  no  market  of  anv  kind  will  liave  to 
be  destroyed  or  discarded.   Some  few  items  may  be  worthy  of  listing  by  the  Department  of 
Administration  for  acquisition  by  other  state  departments.   We  will  work  toward  accomplish- 
ment of  this  reconmiendation  as  early  as  possible. 


WT.VTK  OK  .'♦lOIWT.VXA 
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November  13,  1973 


Mr.  Morris  L.  Brusett 
Leglsliitive  Auditor 
State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 

As  requested  in  your  letter  of  November  8,  1973,  this  office 
has  reviewed  your  audit  report  on  the  Department  of  Health  and  Environ- 
mental Sciences  that  include  recommendations  directed  to  the  Department 
of  Administration.   Our  reply  is  as  follows: 

"We  fizaommnd  that  tka  Vzpauvtme^nt  0($  AdminOttfiation  Kovoxt 
(xppfiopfiicution  baZancu  puAiaant  to  thz  p/tou-ci^OKiA  0($ 
appKopfUjOtion  a.ctu>."     {Pagt  13) 

We  concur  with   the   recommendation.      $1,172,363.00  was   reverted  on 
September   10,    1973.      An  estimated   reversion  of   this   appropriation  was 
included   in   the   projections  made  by   the  Budget   Bureau  during   the    last 
Legislative   Session.      Due   to   the  change   in   the   Federnl   participation, 
there  was   some   prolilems   in  determining   the  exact   amount   of   State    funds 
needed   to   complete   the  approved   projects   and  no  doubt  contributed   to   the 
delay   in  executing   the   reversion.      We  agree  such   reversions   should  be 
made   on  a   timely  basis   and  will   review  procedures   to   insure   that   this   is 
accomplished. 

"We  ^ecommend  tiicut: 

1.  Thz  de.paAXine.nt  take,  a  phijiicaZ  Znvzntoxy  0|$  it6 
{)ixe.d  a66eZ6,  fie.concJJLe.  the  phyhicAt  count  Mith 
the.  exL&tinQ  nzdo>idi>,  adjuit  the.  n.zcon.di,  to  agA.ee 
voith  tkz  physical  count  upon  appfiovaZ  o^  tJiz 
di/Ltcton.  oi  any  w>uXe.oii&  ion.  rrvciicng  Itemi, ,  Kc- 
cond  iutwie  addJjtioM  and  deZetiom,  on  a  turnty 
ba6-i6,  and  -mplemcnt  tiit  othex  pfiovZi-iont  o^ 
f^anagejmtnt  Memo  70- J 7. 

2.  The  VzpoAtmcnt  o^  AdminAJitAat-Lon: 

[a]     PAej>c/Ube  de.ilniZivt  pxoceduxe.!i  ioK  aqencxei 
to  ioiZoM  A,n  the.  management,  fitcoAding,  atvd 
AzpoAting  0(J  i-ixed  oiietA. 
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(6)  l^odliy  SBAS  oA  4oon  06  pfiacticcibZz  to  account 
^ofi  and  KtponX  ^Ixad  a&&eX  baZanca^  {^on.  btatM 
agencxei. 

The  Department  of  Administration's  Management  Systems  Bureau  has  given 
considerable  attention  to  the  problems  relative  to  fixed  asset  accounting 
since  Management  Memo  70-17  was  issued.   This  project  has  not  been  com- 
pleted because  other  vital  projects  required  priority  consideration.   At 
least  50  percent  of  the  conceptual  design  work  has  been  completed.   We 
are  requesting  the  additional  funds  necessary  to  complete  the  project  and 
maintain  the  system.   The  additional  funds  could  permit  a  fixed  asset 
accounting  system  to  be  operational  by  no  later  than  January  1975.   The 
two-step  program  recommended  in  the  report  would  require  diversion  of 
resources  from  other  projects  with  no  assurances  that  the  first  step  would 
be  compatible  with  a  computerized  system. 

Sincerely, 


Jack  C.  Grosser 
Deputy  Director 


JCC:bc 


